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NESMITH 


WASHINGTON 


as Financier 


GC... WASHINGTON, who 
shares this month with the Great 


Emancipator, stands first in the hearts 


of his countrymen as a military leader 


and statesman, with insufhcient atten- 


tion paid to his financial leadership at a 


critical moment. The Revolution ended 


with both central government and the 
states in debt. Funding was essential, 
preferably, in the opinion of Alexander 


Hamilton, into a national obligation or 


an equivalent arrangement. But Thomas 


Jefferson, a “states’ rights” proponent, 
held aloof from Hamilton’s program, 
and it was Washington’s delicate task 


to adjust differences. 


Washington finally sided bluntly with 
Hamilton; the central government debt 
was funded and the outstanding State 
debts were assumed by the Federal au- 
thority. An almost apocryphal bit of his- 
tory: Hamilton and his supporters car- 
ried the day through a “deal” which 
placed the new capital (after 1800) on 
a Potomac River site—a Southern capi- 
tal in exchange for votes for the as- 
sumption measure. 

The necessity of “making a market” 
for the $80,000,000 of Federal bonds 
brought together in Wall Street a group 
of brokers who became the nucleus of 
the New York Stock Exchange. 





“Like One of the 
Plain People” 


IGHTY years ago this month Abra 
EK ham Lincoln, the Middle Western 
lawyer, who had aroused wonder, sneers, 
and suspicion among conservative citi- 
zens of the East, made his first public 
appearance in New York before “as con- 
sciously intellectual an audience as could 
be collected in that city,” according to 
the estimate of Lord Charnwood, the 
British historian. 

From the abrupt elevation which he 
attained that night at Cooper Institute, 
Lincoln went on with scarcely a pause 
to the Presidency. Many of the critical 


assembly came to scoff and remained to 


pray, or at least to cheer. The late Joseph 
H. Choate, who is still widely remem- 
bered in the financial community, wrote 
afterward: 

“He appeared in every sense of the 
word like one of the plain people among 
whom he loved to be counted. At first 
sight there was nothing impressive or 
imposing about him; his clothes hung 
awkwardly on his giant frame; his face 
was of a dark pallor without the slight- 
est tinge of color; his seamed and 
rugged features bore the furrows of 
hardship and struggle; his deep set eyes 
looked sad and anxious; his counte- 
nance in repose gave little evidence of 
the brilliant power which raised him 
from the lowest to the highest station 
among his countrymen; as he talked to 
me before the meeting he seemed ill at 
ease. 

“When he spoke he was transformed; 


his eye kindled, his voice rang, his face 


shone and seemed to light up the whole 
assembly. For an hour and a halt he 
held his audience in the hollow of his 
hand .... It was marvelous to see how 
this untutored man, by mere self-dis- 
cipline and the chastening of his own 
spirit, had outgrown all meretricious 


arts, and found his way to the grandeur 





and strength of absolute simplicity.” 
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WV here Does the Government Get Its MONEY 2 


F the above question were to be asked 
] on any city block, on the Main Street 
of any town, in any sizable village, a 
dishearteningly large percentage of 
people would be discovered who could 
not give a confident and accurate reply. 

Government money? It comes out of 
the Treasury; the Treasury always has 
money. The government makes its own 
money. The money just goes out of one 
government pocket into the other and 
thus is readily available. 

It’s as simple as that to far too many 
minds, even among people who conduct 
their own business successfully or apply 
intelligence to their jobs. 

Encouragement can be found, how- 
ever, in the fact that for the dozen per- 
sons who today are sketchily informed 
about the realities of government in- 
come and outgo, ten years ago the 
number, uninformed or inadequately 
informed, was perhaps three dozen. 
There is abundant evidence of increased 
economic literacy. Gradually the realiza- 
tion that government has no money at 
all, except that which it extracts from 
those it governs or which it borrows 
from them, has spread. Gradually the 
fact has sunk in that the higher govern- 


ment debt goes, the more money will 





be taken from the governed to pay in- 
terest and principal. Common sense 
tells anyone that such a process has to 
stop somewhere or disaster will result, 
and not only to government, but to the 
governed as well. 


It is not common sense alone, how- 
ever, that is arousing the people of this 
country to the necessity of meeting the 
danger of headlong debt increase. Some- 
thing more provoking is abroad than a 
passive annoyance over the fact that we 
are alarmingly debt-ridden. Something 
more realistic than dry figures and per- 
centages has struck home. That is the 
impact of rising taxes upon pocketbooks. 


Legislatures everywhere have heard 
the echo of this collision. In states like 
New York, where the citizens are rush- 
ing to the defense of their shrunken 
income and depreciated property, legis- 
lators have been amazed by the newly 
discovered strength of public opposition 


to tax increases. 


And while many people have been 
weighing their incomes and bank ac- 
counts, and wondering what will be left 
of them if tax collectors continue to 
run amuck, they have discovered power- 


ful forces at their shoulders, aggressively 


trumpeting for a united front against 
more debt, more taxes, more spending 
and against a shriveled sense of frugal- 
ity in legislative circles. In this issue of 
Tue Excuance, two facing pages record 
the position which newspapers are tak- 
ing in the public behalf toward a single 
tax item—one of great importance to the 
business of finance, which has been 
called “New York State’s biggest in- 
dustry.” 

In examining the editorial exhibit, the 
reader must be impressed by the fact 
that if common sense plus the pinch of 
taxes can arouse so much sentiment over 
one tax item, the opposition of the pub- 
lic to the great labyrinth of taxes which 
extends everywhere must be manifesting 
itself vigorously throughout the nation. 

Where 


money to pay interest on debt and to 


does government get the 
meet all its other expenses? Not out of 
a bottomless pot at Albany or Washing- 
ton, or any other capital, but out of 
pockets already shrunken from inade- 
quate earnings, from depleted store and 
factory profits, from reduced income on 
investments. People who know little 
about formal economics and financial 
processes of government are being rude- 


ly awakened to this practical fact. 


ABORATORIES quicken their 
| fe search for new products, operating 
men strive to reduce costs, engineers 
with an artistic eye impart new, graceful 
lines to older machines and gadgets, 
stream-lining becomes commonplace. 
Is such stimulated progress the result 
of boom conditions? No. Forward-look- 
ing business plans and acts on a differ- 
ent basis. 

Such organizations as du Pont, United 
States Steel, Goodyear, General Motors 
and our other great industrial organiza- 
tions prepare for markets beyond the 
horizon when a slack period comes. By 
no means all the results of research are 
brought to public attention as soon as 
perfected. Many are held in reserve until 
reawakened demand or public conven- 


ience and utility call for them. 


Searchers for Improvements 
The New York Stock Exchange has 
pursued a similar search for additions 
to, and improvements of, its services dur- 
ing a notably dull interval. Anyone who 
follows the course of dealings in securl- 
ties is aware of the lull in trading and 
investment interest which marked such 
years as 1934, when only 323,845,634 
shares changed hands, or 1938 with its 


297,406,722 shares, or 1939, the smallest 


of the last decade, with no more than 


STOCK EXCHANGE 


ADJUSTMENT TO A 


Changed Economy 


262,029,599 shares. In contrast with the 
581,702,342 shares of 1927, which might 
fairly be selected as a normal year under 
the old economy, investment and spec- 
ulative activity on the Exchange has, on 
the record, been on an irregularly de- 
scending scale. 

Has this shrinkage of business and, 
consequently, of revenue to the Stock 
Exchange and member firms, been made 
an excuse for slackness and deterioration 
No. On the 


contrary, in no other period has so much 


in service to the public? 


been done as in 1938 and 1939, ab- 
normally lean years, to merit public 
confidence in the Exchange’s desire to 
improve and enlarge its services and to 
increase its safeguards. One may go to 
the record again for support to this 
statement. While discouraging influ- 
ences of a serious nature were at work, 
the following changes, among others, 


have been put into effect: 


1. Increased capital required of mem- 


ber firms. 


2. Additional measures to safeguard 
the securities and cash of customers 
held by brokerage firms, and clos- 
er supervision of member firms’ 


business practices. 


3. General partners classified as “allied 
members,” extending the disciplin- 
ary powers of the Exchange to all 
partners of all member firms. 

4. Independent annual audits of mem- 


ber firms’ financial statements as 


of a date selected by the accountant. 





Increased disclosure and availabil- 


Wi 


ity of member firms’ financial state- 
ments. 

6. Increased scope of supervisory in- 
spections by the Exchange. 


NS 


Selection of registered representa- 
tives only after rigid examination 
as to character, and adequate train- 
ing in the securities business. 

8. General partners of member firms 
carrying margin accounts prohibit- 
ed by the Exchange from trading 
on margin with their own firm or 
with any other brokers or dealers. 

g. Members of the Exchange re- 

quired to margin daily their maxi- 

mum positions. 


10. Arbitration machinery improved 
and facilities extended nationally. 

11. Increased efforts of Exchange to 
encourage interim financial reports 
by listed corporations, in addition 
to annual statements. 

12. A significant and determined ef- 
fort among Stock Exchange mem- 
bers, their partners and employees 
to apply intelligent, professional 


business methods to their business. 


Economic Background 

When Stock Exchange reorganization, 
or whatever name world apply aptly 
to recent evolution, is scanned it should 
be held up against the economic back- 
ground. In summary, some of the shad- 
ings are these: the shock to initiative 
and business enterprise which resulted 

(Continued on page 15) 










Customers Express Their 
Views of The Stock Exchange 


Nation-wide Poll Reveals Government 
Regulation a Live Subject Though Most 
Think Present Rules Enough 


NVESTORS and traders, alone, were 
| asked to speak their minds about 
many subjects having to do with the 
New York Stock Exchange in the sec- 
ond part of a national survey conducted 
by Elmo Roper. The findings reveal less 
perplexity, more realism, less emotional 
bias, and fewer misconceptions about the 
Exchange and the brokerage business 
than were brought to light in the first, 
general poll of 5,000 people which was 
printed, in digest form, in the January 
issue of THe ExcHance. 

A solitary swallow does not make a 
summer, but a single individual who 
follows the security market closely may 
be expected to know more of the parts 
of its mechanism than many casually in- 
formed people. The 1,000 customers of 
Stock Exchange firms .. . g00 men and 
100 women .. . who were interviewed 
in the second poll fairly represent a 
cross-section of the vast body of Amer- 
ican stock and bond buyers. 


Show Trading Cast of Mind 


On the whole, the opinions, criticisms, 
and comment uncovered in the investi- 
gation appear to record a trading rather 
than an investment cast of mind. The 
consensus, therefore, may be considered 
indicative of the thought of people who 
are used to employing the facilities of 
the Exchange. 

In some respects the reaction of cus- 
tomers proves to be different from what 
brokers had expected. Majority response 
to certain moot questions in brokerage 
circles—and a substantial majority, too 


—contains elements of surprise. 


Regional comparisons of customer 
opinion were made possible by dividing 
the country into five major zones: the 
first extending outward for 50 miles 
from New York, the second from 50 to 


300 miles and so on. 





Customer Attitude Toward 
the Stock Exchange 





47°%, favor present Government regula- 
tion, or more; 

34.2°4 want some Government regula- 
tion, but less than now; 

15.2°4, want the Exchange let alone by 
the Government; 

54.9°4 want margin trading controlled 
rigidly; 

32.4°4 would prefer no discrimination 
against trading on margin; 

48.9°% think present marketability sufh- 
cient; 

want greater marketability; 

say “thin” market has not caused 
them to cut down the volume of their 
transactions; 

30.3°% assert it has lessened their partici- 
pation; 

55-6°4 would keep present law in respect 
to company officers buying their com- 
pany’s stock or make it more stringent; 

58.3°4, favor present methods for hand- 
ling odd-lots; 

64.5% 
should cover all charges and are op- 


think brokerage commissions 
posed to separate service charges; 
30.7°/, are in favor of charges for special 


services. 





A little more than one-third of the 
customers (male) who were interviewed 
said they had put through less than 20 
transactions per year. Approximately the 
same number traded 20 to 99 times and 
27.997, were in the market with 100 or 
more transactions a year. By age, those 
talked to were 36.4°4 under 4o years and 
63.6°7, past 4o years. An interesting item 
of the report is found in the evidence 
that the older men were more opposed 
to some restrictions on trading than the 
younger; for example, a higher per- 
centage of men past 4o favored lessened 
proscriptions against corporation officers’ 
dealing in their own stock; they also 
seemed more tolerant of margin busi- 
ness. 

There was little desire on the part of 
those questioned to see the Stock Ex- 
change become an institution complete- 
ly unregulated by the government. Less 
than one out of five thought there 
should be no regulation at all. Forty- 
seven per cent felt there should be either 
as much government regulation as now 
exists or more, and about the same per- 
centage felt that there should be less 


regulation than at present, or none. 


Discuss Specific Instances 


When specific instances of one form 
or another of regulation were discussed, 
it was evident that certain of these were 
more approved than “government regu- 
lation” in the abstract. For example: 


Two-thirds of the customers found 
that compulsory financial statements 
from Stock Exchange members were 
of personal advantage to them, mostly 
because they provided information 
enabling the client to judge the firm’s 
strength, 

Over 50°%, were in favor of either 
keeping the present law restricting 
buying and selling of a company’s 
securities by its own officers, or of 
making it more stringent. Only 18°4 
were in favor of repealing it. 


Over 66°% were in favor of either 


‘no 














HOW CUSTOMERS RATE BROKERAGE SERVICES 


Advice on Sugges- Phoned Quota- Keeping Supplying 
Market — Statis- personal tions Hot advice tions your income 
letters tical investment for tips on without securities tax infor- 
analysis program switches trends request foryou mation 
Number answering . 853 863 868 865 879 876 867 880 849 
Very valuable . . 13.3 27.7 12.6 7.1 1.5 10.9 7.3 18.2 26.3 


Some value .. . 55.5 52.2 41.8 40.1 13.3 31.2 29.4 27.5 33.1 
Useless . . . . 29.0 17.8 41.6 48.7 81.0 53.9 58.8 52.2 37.2 
Don’t know . . . 22 2.3 4.0 4.1 4.2 4.0 4.5 ZI 3.4 


Total ... 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 


The table combines the answers of those getting each service with those not getting it in order 
to show the attitude of the customers interviewed as a whole toward each of the services. 











rigidly controlling margin trading or 
prohibiting it entirely. Most of those Customers of Stock Exchange firms come from many walks of life. 


who thought it should be closely CON- EWING GALLOWAY & CUSHING 





trolled were satisfied with present re- 





strictions. 





There were almost twice as many 





customers who either favored the cur- 








rent restrictions on short sales, or 














would have them increased, as there 





were who would lighten the rules. 
But only about 36°% of the inter- 
viewed were unable to name some 
good accomplished by short selling, 
and 30°4 were unprepared to name 
bad elements in this business. 


Even among those who said the 





Stock Exchange should be “let alone 
by the Government,” large numbers 
favored regulation on each of these 
four points. 

A genuine Wall Street surprise was 
found in the “professional” stock market 
following’s attitude toward volume, or 
marketability. Very nearly half of those 
interviewed — 48.9°4 — thought present 
marketability sufficient, and this slant 
was sharpened by assertions of 64°/, of 


them that “thin” markets had not 





caused them to cut down the volume of 
their transactions. 

Nevertheless, 30°4, of brokerage cus- 
tomers have reduced their trading in re- 
cent years, due to wide spreads in quo- 
tations, or absence of bids or offers, 


which is a sizable percentage. Added 
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to the unknown category of large and 
small traders who have dropped out of 
the market completely since 1934, say, 
when public participation began to 
slacken, the business shrinkage is ac- 
counted for broadly. 

In this well-posted group of close 
market followers, considerable skepti- 
cism about prices was revealed. That 
prices were established on the Exchange 
floor by buying and selling orders, re- 
flecting the “composite judgment” of 
participants was believed by 21.3%; 
however no less than 68.8% held that 
quotations were sometimes “influenced 
artificially.” And 8.9% believed that 
stock prices were set “entirely by Wall 
Street,” the general public having little 
to do with the process in the long run. 


Rate Business Standards High 


Brokers’ business standards stood well 
with customers. One-third of the people 
asked their opinion on this point said 
brokers rated higher with them than 
run-of-the-mill business men—the per- 
centage ran up to 42.7 in the class used 
to putting through more than roo trans- 


actions a year. That brokers were on a 
par with the average business man was 
voiced by 56.7%, while no more than 
7.3% graded them lower. 

The ethics of customers’ men (cus- 
tomers’ brokers) as weighed by the per- 
sons asked about them revealed a split 
opinion—a cleavage almost exactly in 
the middle in respect to male customers. 
Those who thought these employes of 
member firms put the best interests of 
customers first, and the acquisition of 
commissions in second place, comprised 
42.7°%; those who held the opposite view 
composed 44.4°%, and only 12.9% of the 
interviewed declined to go on record. 
Women, however, were 49.194 on the 
side of customers’ brokers as partisans of 
customers’ best interests, and 37.9°% of 
the contrary opinion. 

Women customers were less favorable 
to the present method of conducting 
odd-lot business than the men, the per- 
centage of approval being 31.5°/ against 
58.3% for the other sex. The poll indi- 
cated that women were less interested 
than men in some phases of the market. 
More than half of the women would not 





Customer vs. General Public 


Views on Stock Exchange 


The following percentage results and comparisons were obtained from inter- 
views with goo male brokerage house customers and slightly more than 2,500 mem- 
bers of the body politic, which included people interested in securities in one way 
or another and others who were not buyers and sellers. 


STOCK EXCHANGE 


Government regulation now enough . 
More regulation needed . 

Less regulation desired 

Government should leave alone . 
Government should control 

Has been useful, well run, should be kept 
Needed, despite past errors . 

Drastic changes required 

Should be closed 

Care nothing about it . 


Know nothing about it 


CUSTOMERS GENERAL 

°, °, 
41.0 32.0 
6.0 18.8 
34.2 49 
15.2 9.3 
6 11.1 
40.7 16.4 
52.3 33.0 
5:6 15:5 
a 6.5 
2 15.1 

9 13.5 














Occupations of People 


Interviewed 

MEN WOMEN 
7%o Zo 
Full-time investor... . . 18.3 4.6 
Profesional ........ 21.6 4-7 
Proprietor—farm ..... I 0.0 
Proprietor—other 11.2 8.3 
Flousckeeper ....... 0.0 44.5 
Salaried—minor ..... 8.9 19.4 
Salaried—executive 33.8 13.9 
Wage earner—factory .. 4 0.0 
Wage earner—other ... 47 9 
a ee er 4.9 3-7 
Unemployed ....... a 0.0 
100.0 100.0 


By “full-time investor” is meant person 
engaged in managing investments for 
own account or institutions, estates, etc. 








commit themselves about short selling, 
whether restrictions should be increased 
or lessened. 

When the inquiry came down to spe- 
cific criticisms, customers of Stock Ex- 
change firms proved to be tolerant, at 
least. Less than 25°/ said they had ever 
had cause for complaint with a stock 
broker, and half of that percentage de- 
clared matters at issue were adjusted 
satisfactorily. The chance offered to ex- 
press a “chief criticism” of the Exchange 
or its members was declined by 55°/, on 
the ground that there was none. 


Shows Broad Knowledge 

Only one out of five had specific sug- 
gestions to offer for improving broker- 
age service. Summarized, the report re- 
vealed a broad working knowledge of 
the Stock Exchange and of the mechan- 
ism of brokerage firms as well. The 
scope of misinformation, hearsay im- 
pressions, and prejudice was small, as a 
comprehensive study of the replies in- 
dicated, and far fewer of the people in- 
terviewed had no opinions, or scanty 
ones, than in the poll of 5,000 people, 
covering the public in general. 





INVISIBLE GUARDIANS 


Technicians, as in Laboratory, Weigh, Test 
Quotations Day by Day to Maintain Truth in 
Tape Record and Scrutinize Fluctuations 


T the close of one of the active days 
A in last September’s short-lived 
market boom, a veteran counselor of in- 
vestment accounts said: “I can’t grasp 
the influences behind the sudden de- 
mand for stocks, but, after following the 


tape record for a week, I’ve seen enough 


conduct research on the premise that the 
price of a security usually follows a pat- 
tern when fluctuations are normal. 

All day the flowing tape is studied by 
Stock Exchange technicians. Their “feel” 
of quotations is sharpened by long prac- 


tice, and abrupt gains in the volume of 





COMMITTEE ON MEMBER FIRMS OF THE NEW YORK 


CHARLES B. HARDING 

Chairman of the Committee 
to convince me of one thing: the ticker is 
telling the truth. Prices may be high, 
they may still be low—I haven't reached 
an opinion yet—but wherever they stand, 
they reflect the judgment of many thou- 
sands of people.” 

A truthful ticker! The observer of- 
fered, in homely phrase, a tribute to what 
might be called the oddest laboratory in 
New York for the perpetuation of verac- 
ity. It works without crucible, retort, 
acids, or Bunsen burner; it is preoccu- 
pied with digits—weighing, testing, bal- 
ancing stock and bond quotations from 
ten o'clock in the morning until three 
o'clock in the afternoon, and then rapidly 


records the day’s results. The workers 
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PHILIP W. RUSSELL 
Vice-Chairman of the Committee 
trading carry meanings to them which 
require explanation. Usually, a news 
item, a dividend declaration, a com- 
pany’s statement of earnings, an invest- 
ment analysis or the like explains suspi- 
cion away, but these technicians are ever 
vigilant in their search for any sign of 

artificiality. 

This investment protective department 
of the Stock Exchange is the Stock- 
Watching Division; a more fanciful 
name might be the Order of the Vigilant 
Eye. 

Whenever the market movement in 
any stock gives any indication of irregu- 
larity, the watchers immediately investi- 
gate the surrounding circumstances. If 


any irregularities are uncovered, a report 
goes to the Exchange’s Committee on 
Member Firms or to the Committee on 
Floor Procedure. 

As a disciplinary body, these Commit- 
tees naturally have jurisdiction only over 
members of the Exchange, allied mem- 





STOCK EXCHANGE 
HOWARD B. DEAN 


bers, and over all employees of member 
firms. The Exchange, itself, cannot take 
direct action against a customer of a 
member firm who carries on question- 
able trading practices. What the Ex- 
change can and does do is warn the firm 
that the conduct of a certain account is 
undesirable. The firm then either makes 
the customer correct the improper con- 
ditions in his account, or it refuses to 
handle the account. 


Like Hunting for a Needle 

In its day-to-day activity, the Stock- 
Watching Division has a job akin to 
hunting a needle in a haystack. On a 
day of narrow trading, at least 400 or 


soo ssues are traded on the Exchange, 


whic when dealings are broad and ac- 
tive. some 800 or goo issues may be 
traded. Attempting to single out the few 
occasions upon which there may be an 
improper market movement in a lone 


issue is a prodigious task. Many weeks 
are often spent in searching the entire 
list of stocks and bonds—with every 
day's trading perfectly normal and or- 
derly—before an isolated situation finally 
arises that demands attention. 

lhe most efficient way of doing its job, 
the division has found, is to keep up-to- 
date graphs of the daily price range and 
trading volume for each of the stock 
issues traded on the market and for every 


particular stock in relation to the general 
trend or tone of the market, and condi- 
tions in the particular industry it repre- 
sents. 


Recognize Symptoms 

From their training and experience, 
the examiners are able to recognize, as 
they scan the graph sheets for a stock or 
bond, the symptoms of price fluctuation 
and trading activity which are most apt 
to signify irregularities in the market for 
that particular issue. 

Any very sudden and seemingly un- 
warranted increase in trading in an issue, 
accompanied by either an extraordinary 


advance or decline in price, is a very 


started on the day before with a rela- 
tively small group of “stock market 
leaders” and then have spread to the rest 
of the list to include many issues which 
ordinarily would have been more or less 
neglected. In other words, the lesser 
issues have merely been following the 
general trend of the market. 

Or again, a news item directly affect- 
ing the company’s activities may have 
appeared in the press. Perhaps there was 
a report of favorable dividend action 
taken by the board of directors of a com- 
pany, or figures on current earnings of 
the company may have been released. 

When the examiner finds the answer 


—and if it is satisfactory—he “keys” the 





COMMITTEE ON MEMBER FIRMS OF THE NEW YORK STOCK EXCHANGE 


GAYER G. DOMINICK 


one of the bond issues in the “active bond 
crowd.” With more than 1,200 stock 
issues listed on the Exchange and some 
136 bonds in the active group, this is no 
small undertaking. But this procedure 
has the vital feature of rarely leaving a 
loophole. 

The work of posting the graphs starts 
each day promptly after the close of the 
market at three p. M., and is completed 
by ten a. M. on the following morning. 

The graphs are turned over to exam- 
iners to see if there are any instances of 
stock trading which they feel should be 
investigated. They are guided by their 
knowledge of the normal price range, 
normal volume, normal movement of a 


HARRY H. MOORE 


definite type of warning signal. If, for 
example, an examiner picks up the chart 
showing the trading in the common 
stock of a company and notices that, on 
the preceding day, the total number of 
shares traded in the issue has suddenly 
jumped to 35,000, whereas it had been 
holding fairly consistently to a daily level 
of about 5,000 shares throughout the pre- 
ceding six weeks, he naturally starts right 
away to look for a reason why trading 
in that particular issue should suddenly 
increase 600 per cent overnight. 

Of course, in the great majority of 
cases the period of more intense activity 
has a thoroughly natural and logical ex- 
planation. Heightened interest may have 


R.]. HAMERSHLAG 
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graph with an explanatory symbol and 
passes on to his inspection of the trading 
in the next issue on his list. 

If the evidence on hand isn’t sufficient 
to permit the examiner to formulate an 
opinion—and if a conference with the 
head of the Stock-Watching Division 
still leaves the matter in doubt—a visit is 
made to the specialist who handles the 
stock on the Exchange’s trading floor. 
Very often this clears up the matter. The 
examiners get from him first-hand in- 
formation on the trading in the stock 
issue in question. They find out the 
names of the firms or individuals promi- 
nent in the trading. They pick up any 

(Continued on page 16) 
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the matter impartially it is recognized 

that the existing State transfer tax on 
Stock Exchange transactions is wrongly 
drawn up and unfairly imposed. One of 

its direct results is to drive business 

ork’ (and therefore tax revenue) away 
B from New York to other States where. 
ij) the same transaction can be effected 
4s *), without the onerous tax. This is pretty” 
+] clearly proved by figures of trading, | 


“}in shares listed on the New York “ ‘ansfer tax 
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Mayor La Guardia, of New York, after discussing the State stock transfer tax 
with a group representing the New York Stock Exchange is quoted as saying: 
“The point of diminishing returns is really being reached.” Many newspaper 
editors, as these pages reveal, go much further than Mayor La Guardia. When 
such words as “kill” and “destroy” are used to describe the effect of any item 
of taxation, it is clear that observers well equipped to balance the real purpose 
of taxes — i.¢., to raise necessary State revenue — against ultimate reactions 
from questioned imposts are concerned about the prospect. 


The massed opinion of these clippings reflects anxiety about a tax which the 
editors consider the opposite of good. With the business interests of the State of 
New York prominently in mind, they are aware that destructive taxes, before 
they actually “kill,” can increase unemployment, reduce office and factory 


tenancy, and deprive the State of revenue. 
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Gov. Lehman’s proposal to pull an additional $15,000,000 out . 
the pockets of state personal income tax payers appears already, an 
tightly, doomed. 


Week-end earfuls from the folks at home convinced legislators 
that taxpayers won’t stand tax boosts. As one ngs 9 — 
puts it, “The way my people feel I’d cut off my arm before 
vote for any increased taxation.” 


So far, good. 
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They want to see a definite move to cut existing state taxes. 
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WV hat the 
PUBLIC 
fants 


to Know 


‘ comprehensive an appraisal of the 


public’s attitude toward stock ex- 
changes, brokers, and brokerage service 
in securities as Elmo Roper’s staff con- 
ducted—a section of it is presented in 
this issue of THe Excuance—traces the 
trend of thought, knowledge, and lack 
of knowledge, but leaves unanswered a 
problem of importance to those engaged 
in the securities business. This problem 
is: what does the public want to know, 
primarily, about stock exchanges and 
brokerage methods? 

Any careful reader of the investiga- 
tors’ findings can find between the lines 
and percentages certain indications of 
investors’ curiosity, as well as practical 
desire for facts. Some of these unspoken 
urges require interpretation, some are 
too vague to be discussed realistically; 
but there is nothing hazy about a letter 
sent to THe Excuance by a reader who 
describes himself as “a small investor, 
and a speculator when conditions look 
right.” See column at right. 

A letter which referred as a text to 
that part of the survey which was made 
public last month, says: 

...“Mentioning statistics, I would like 

to know more about the Stock Ex- 

change’s stock in trade—its accumu- 
lated list of securities. I think listed 


10 








From a Letter 
to THE EXCHANGE: 


Personally, the function of a stock mar- 
ket in the country's financial scheme does not 
interest me to any extent. Terms dealing with 
the capital system, capital mobilization, 
industrial dependence upon an active capital 
market and so on pass over my head. Whether 
or not the nation would go to the dogs if 
there were no stock exchanges, you couldn't 
prove by me, either way. I'll let the econ- 
omists look after such deep and dry matters. 
But when it comes to my money, there are 
things I want to know. I'd think a sizeable 
number of other people would like to be in- 
formed, too; for instance, the 18% who told 
the poll takers that they were owners of 
shares when the poll was being carried on. 


If you spread that percentage over the 
population, you touch a large body of stock- 
holders. Nearly one-fifth of our adult citi- 
zens would mean a great many millions. Or 
take the 33.5% who said they or their families 
either now held or had owned shares some time 
or other, and you include a host of people. 
I, among them, would like to know, for one 
thing, whether the "reforms" that I've read 
about in the newspapers have reached into the 
field of really sober and intelligent service 
to security buyers than used to be applied, 
say back in 1927-29 when every Tom, Dick and 
Harry had money and was crazy to balloon it 
into a fortune; when business came so fast to 
brokers and, of course, to stock exchanges 
where it was transacted, that caution went 
into the discard and few thought much fur- 
ther ahead than ‘buy ‘em today and sell ‘em 
higher tomorrow.' 


eeeeoervice, I refer to, backed by an 
earnest state of mind; a grasp of a customer's 
real needs; a capability to bring out the 
adequate points of a security before a buying 
order was put in. ... Neither stock exchanges 
nor brokers are expected to provide investment 
counsel, but both investment and trading, it 
seems to me, call for a kind of moral guid- 
ance which exchange members and their partners 
and employes who handle business should be 
able to supply. 








issues, and the companies behind my broker’s office boiled-down listing 
them, could be brought to people’s at- records of corporations, prepared by 
tention more effectively than they are the Stock Exchange with the same 
now. I would like to have handy in care that goes into the long, involved 
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by 
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Some Significant “Want to Knows” 


Sincerity 
Whether the improvement in cus- 
tomer-relationship during the last 
three years is sincere and will carry 
through periods of speculative excite- 
ment as well as the dull intervals; 


Stability 
Whether the Stock Exchange can 
maintain restrictions against crafty as 
well as obvious efforts to manipulate 


prices; 


Knowledge 
Whether the caliber of customers’ 
brokers is improving in respect to 
knowledge about their business; 


Service 

Whether the Stock Exchange is 
“geared too high” and ought to be 
reconciled to a cdntinued small-sized, 
choosy investment business and handle 
this reduced public interest with an 
eye to quality of service instead of 
large volume. 


Information 
How attention may be drawn to 
securities of corporations which are 
doing a more profitable business than 
the prices of their stocks and bonds in- 
dicate in the market; 


Progress 
Whether the Stock Exchange has 
further measures under way to in- 
crease and broaden the information 
required of listed companies; 


Reality 
Whether the “reforms” of the last 
three years are carefully reasoned steps 
for improving service to investors, or 


merely gestures made under pressure; 


Merchandising 
Why the Exchange does not adver- 
tise for the same reason that manufac- 
turers and merchants do—to draw 
public attention to its services; 


Publicity 
Why the Exchange and member 
firms do not advertise high-grade 


issues of the list more extensively; 


Convenience 
Granted that stock exchanges are 
necessary, why should they be con- 
sidered as anything more than a con- 
venience to investors and, therefore, 
be conducted in a way to discourage 
speculation; 


Impartiality 
Whether the Stock Exchange caters 
to people of wealth and merely toler- 
ates investors and speculators of mod- 
erate or small means; 


Protection 
Whether every possible safeguard is 
being built by the Stock Exchange 
and member firms around the cash 
and securities of customers. 





documents now issued. . . . You see, 
in times like the last two years when 
a trader couldn’t make a dollar unless 
he bought into the right group of 
stocks and the right stock in the 
group, having to dig through a mass 
of details in rounding up information 
would throw his timing out of kilter.” 
An investor writes on one phase of 
the survey, as follows: 


+» “45.3% of the people interviewed 
did not think that the small buyer 
gets the same consideration and treat- 
ment that the larger buyer receives. 
Believe me, that’s a high percentage 
of skeptics in any kind of a sample. 
The public wants to be convinced that 
the Stock Exchange does not permit 
any discrimination in—(1) prices, (2) 
order of execution, (3) reports from 
the floor of the Exchange to brokerage 
offices in favor of larger traders over 
the smaller; nor that the larger in- 
vestor or trader gets the edge in brok- 


erage offices when orders are to be 
executed at the market.” 


Because of immediate public reaction 
to the Roper report on what a broad 
sampling of sentiment revealed, the staff 
of this magazine was moved to make 
inquiries on its own account about items 
of Stock Exchange activities and brok- 
erage service sought by local people. Be- 
ing confined to the metropolitan and 
suburban areas, and on a_ necessarily 
limited scale, replies to questions were 
had from residents who had more or 
less of a civic interest in the New York 
Stock Exchange and member firms as 
employers, and in the security market 
as a barometer of business conditions. 

Answers to the query, “What do you 
want to know about the Stock Ex- 
change?”, were, therefore, colored to a 
degree by the impact that small trading 
volume and sluggish price movements 
have had upon these elements this win- 
ter. In a field well informed about the 


stock exchange position in the national 
economy, it could be expected that what 
the “respondents” wanted to learn 
would be tinged with economic pig- 
ments to a degree greater than the de- 
sire for knowledge among the rank and 
file throughout the country. 


Some “Want to Knows” 

Quoted above are some of the promi- 
nent “want to knows” uncovered in 
business offices of Manhattan and on 
suburban trains. 

As we view the many things which 
the public wants to know about the 
Stock Exchange, it becomes evident that 
the answers to them are closely tied to 
performance. What the Stock Exchange 
and its members are doing, and will 
continue to do, speaks louder than 
words. From time to time, these col- 
umns will contain some of the replies 
in the form of descriptive articles about 
Exchange activities, aims, and accom- 
plishments. 











Vall Street Becomes a Dulled Symbol 






Glamour and Ancient Repute Change in Altered 


Economy into New Concept of Hard Workers 


O less than sixteen different lan- 
N guages and dialects were spoken 
among the first thousand white settlers 
on the tip of Manhattan Island, accord- 
ing to historians, and it is probable that 
the conversation of that period dealt fre- 
quently with a subject that has not 
faded out in three hundred years. This 
was the utility of the stockaded thor- 
oughfare . . . the walled street . . . Wall 
Street . . . which kept wild Indians to 
the north out of New Amsterdam.... 

In the melting pot of America lan- 
guages have multiplied, but ideas ex- 
pressed about Wall Street in the original 
sixteen were enough to launch fact, 
fancy, legend, and controversy. Fact be- 
came colored by fancy, legend imparted 


WALL STREET FIFTY YEARS AGO 


CUSHING 


both glamour and obloquy to the street, 
and controversy acquired a double edge 
because the name grew into a symbol as 
well as a location. 

... A psychological problem: would 
“Wall Street” as a symbol have attained 
its eminence and notoriety, depending 
upon the point of view, if its name had 
been more sonorous and syllabled, like 
Threadneedle, or Lombard, of London, 
or Stuydt Haus Street as the Dutch 
might have called it? Threadneedle, for 
one, would have slowed the fervent 
oratory of many a demagogue stump or 
soap-box speaker down through the 
decades .... 

Wall Street realistically recalls Peter 
Minuit, Wouter van Twiller, the de- 
tested Kieft, of Dutch days, and Peter 
Stuyvesant, when Broad Street was 
open water to the East River. Also Leis- 
ler, Livingston, Lord Cornbury, the 
bigot; Peter Zenger, the stubborn par- 
tisan of a free press; Andrew Hamilton 
... Captain Kidd... 
growth of the city up toward Tenth 


. yellow fever 


Street in the early English period... . 
. . Lord 


. Alexander Hamilton .. . 


The Stamp Act disturbances . 
Howe * « 
Aaron Burr .. . the first Federal capital, 
and on to the formation of the Con- 
federacy of States, with Wall Street in 


great part as a street of homes. 


Free of Symbolic Shadings 


The Street rounded these periods in 
legend, perhaps, but without symbolic 
shadings. The founding of the Bank of 
the Manhattan Company and the Bank 
of New York next brought a capitalistic 


tinge, although no one thought about it. 


The country produced few manufac- 
tured goods. Steel shapes were not made 
domestically until 1820; such utensils as 
axes and chisels were first produced 
commercially between 1825 and 1830. 
The Stock Exchange in 1827 had on its 
list shares of 12 banks, 19 marine and 
fire insurance companies, a canal com- 
pany, a coal company, and a gas light 
company, besides eight issues of Gov- 
ernment and State boads! 

And so into the 1830’s with much land 
speculation, but hardly centered in Wall 
Street . . . Andrew Jackson and the 
Bank of the United States with Wall 
Street repercussions of their antagonism 
... the panic of 1837... the ’4gers... 
(Continued on page 15) 


WALL STREET TODAY 


CUSHING 


















































































































































New Companies 


on the Stock Exchange 


OMPANIES situated in the Mid- 
.: west are prominent in the group 
of enterprises which have recently listed 
their securities on the New York Stock 
Exchange for the first time. Of the five 
newcomers to the Exchange’s list which 
were described in the December issue of 
Tue Excuance, three were from Mid- 
western states, and two from Far West. 

This month we again report five new- 
comers, two of which are in the Mid- 
west—The Cuneo Press, Inc., of Chi- 
cago, and Noblitt-Sparks Industries, Inc., 
of Columbus, Indiana. The others are 
the American Investment Company of 
Illinois, which has its headquarters of- 
fice in St. Louis, Missouri; the Wash- 
ington Gas Light Company of Wash- 
ington, D.C.; and the Newmont Mining 
Corporation of New York City. 

The Cuneo Press is one of the largest 
printing enterprises in the world. It 
prints a number of nationally known 
popular magazines of large circulation 
as well as telephone directories, mail 
order and other catalogs, circulars, and 
literature of various types. Rotogravure 
and color-printed newspaper supple- 


ments are produced in the company’s 


Equipment for automobiles being fabricated 
in plant of Noblitt-Sparks at Columbus, Ind. 


Chicago and New York City plants. 

The Chicago plant is composed of five 
buildings, having a total floor area of ap- 
proximately 952,000 square feet. The 
Philadelphia plant occupies another 311,- 
ooo square feet, while the New York and 
Milwaukee plants each occupy 100,000 
square feet. 

During 1938 the company and its sub- 
sidiaries received a total of 26,756 car- 
loads of paper and shipped 722 millions 
of pounds of printed matter. Employees 
number about 5,500, and substantially all 
of them are regularly employed. 

The company was first organized in 
1900 under the name of the Alhambra 
Book Company. Shortly afterwards, its 
name was changed to The Henneberry 
Company. With William P. Henneberry 
as president, a printing business was con- 
ducted continuously in Chicago under 
that name until December 30, 1918, when 
John F. Cuneo, having acquired a con- 
trolling stock interest in the corporation, 
was elected its head. He has served con- 
tinuously as president ever since that 
time. The corporation has consistently 
developed a general printing business, 
adding new departments as they became 
appropriate in the progress of the 
art of printing. 

Noblitt-Sparks Industries, Inc., 
started originally in the business 
of manufacturing hand tire pumps. 
That was in 1919 when three part- 
ners formed the old Indianapolis 
Air Pump Company. Since that 
time, the company has progressive- 
ly built up a line of parts and 
equipment for automobiles and 
trucks. In 1920 the company began 
making “Arvin” Hot Air Heaters; 
These were later replaced by the 
“Arvin” Hot Water Heaters. 


Printing press in the Chicago plant of 
The Cuneo Press, Inc. 


Today Noblitt-Sparks Industries (the 
present name of the company was 
adopted in 1927) also makes mufflers 
and exhaust pipes, air cleaners, ignition 
conduits, horn tubes, car and home 
radios, and electric room heaters. Manu- 
facture is carried on in seven plants— 
three at Columbus, Indiana, two at 
Franklin, one at Seymour, and one at 
Greenwood—all in Indiana. During the 
first six months of 1939 the average num- 
ber of employees was 838. For the week 
ending September 9, 1939, the company 
had a total of 1,053 workers employed 
in its plants. 

The general practice of the company 
has been to limit its sales of automotive 
parts and equipment to automobile and 
truck manufacturers, and to sell its “Ar- 
vin” automobile heaters and its car radios 
to jobbers. In 1939, the company obtained 
a trial order from a motor car manufac- 
turer for car heaters, and has since been 
considering whether to enter the field of 
regularly supplying heaters to automo- 
bile manufacturers. 

Noblitt-Sparks’ 1939 


showed an increase over the preceding 


business in 


year. Sales last year were $6,834,677 as 
against $5,123,725 in 1938 and earnings 
were $1,003,744 as against $393,890 in 
1938. 

“Through its several subsidiaries, the 
American Investment Company of IIli- 
nois operates the third largest business in 
small loans in the United States. It has 
67 offices engaged in making small loans 
under the provisions of state laws in 
Minnesota, Missouri, Illinois, Kentucky, 
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Smelter under construction at the 
O’Okiep Copper Mine, South African 
affiliate of Newmont Mining Corp. 


Ohio, Michigan, New York, Rhode Is- 
land, Connecticut, and Massachusetts. 
The business conducted by the Amer- 
ican Investment Company of Illinois and 
its subsidiaries supplies the credit needs 
primarily of persons who are without 
means of obtaining ordinary bank loans. 
The company states that its policy—and 





that of its subsidiaries—is to lend money 
at the lowest rates consistent with sound 
business practice and a reasonable return 
on capital. 

The Company’s subsidiaries make 
loans with or without collateral, and 
with or without co-maker, depending 
upon circumstances and the laws of the 
particular state. In 1938, approximately 
50°4 of the total amount of loans made 
were secured by chattel mortgages on 
household furnishings or automobiles. 
The company states that it does not, with 
few exceptions, resort to legal action to 
enforce loan contracts. 

Most of the company’s borrowers use 
the money to pay debts already con- 
tracted. Others use it for travel and edu- 
cation, for business needs, to assist rela- 
tives, and for other requirements. 

Gross operating income ot the com- 
pany and its subsidiaries in 1938 was 
$2,666,592, producing a net income of 
$795,546. For the nine months ending 
September 30, 1939, gross operating in- 
come was $2,872,843; net was $938,665. 

Back in 1848 the Washington Gas 
Light Company was incorporated by an 
Act of Congress. And eighteen years 


later—in 1866—the company began a 


4 


record of continuous dividend payments 
on its common stock which is uninter- 
rupted to this day. 

The company manufactures and sells 
gas in the District of Columbia and in 
nearby areas of Maryland and Virginia. 
The population of the territory is ap- 
proximately 764,000, composed _princi- 
pally of government employees and 
people engaged in service trades. Only 
a small amount of manufacturing is 
carried on in the area. 

For many years the Washington Gas 
Light Company fulfilled all of its re- 
quirements with manufactured gas. 
Then, in 1931, a pipe line connection 
was made through which the Atlantic 
Seaboard Corporation now supplies nat- 
ural gas to the company from Kentucky 
and West Virginia fields. 

The product sold today by the com- 
pany is a mixture of manufactured and 
natural gas, having a heating content of 
about 600 B.t.u. per cubic foot. Approxi- 
mately 99,000,000 cubic feet of this 
mixed gas can be produced per day. 


Serves Domestic Purposes 

Nearly 60 per cent of the gas sold 
is used for ordinary domestic purposes. 
About 24 per cent is used for space heat- 
ing, mostly residential; and some 16 per 
cent for commercial and industrial pur- 
poses. The gas is distributed by 1,370 
miles of mains. 

Within the District of Columbia, the 
company operates under a rate adjust- 
ment plan established by the District 
Public Utilities Commission. The Com- 
mission establishes a rate base each year, 
and if the percentage of return is either 
above or below the primary rate of re- 
turn of 614 per cent of the base, rates 
are adjusted. Under this plan, they were 
reduced in 1936, 1938 and 19309. 

Net income of the Washington Gas 
Light Company and subsidiaries in 1938 
was $1,005,983; and for the first eight 
months of 1939 the figure was $885,066. 

Organized to develop and finance 
mining properties, the Newmont Min- 


ing Corporation has in the past nineteen 
years explored successfully for metal de- 
posits in North and South America, 
Africa, Europe, and the Philippine Is- 
lands. In addition, capital not used for 
this purpose has been invested in exist- 
ing mining enterprises. 

Newmont’s growth since the time of 
its incorporation in 1921 is shown by its 
undistributed earned surplus, amount- 
ing to $36,852,534 as of September 30, 
1939. Over the same period distributions 
to shareholders (charged against earned 
surplus) have aggregated $19,859,256. 
Much of this accumulation has resulted, 
the corporation states, from profits real- 
ized on its investments in such enter- 
prises as Texas Gulf Sulphur Company, 
Hudson Bay Mining and Smelting 
Company, Limited; Norenda Mines 
Limited, Kennecott Copper Corpora- 
tion, and others. Principally, Newmont 
has been interested in gold, copper, sul- 
phur, and oil properties. 

The corporation owns stock in some 
seventeen mining enterprises whose se- 
curities are listed on domestic or foreign 
exchanges. As of September 30, 1939, 
the total market value of these invest- 
ments was $43,032,607. Shares owned in 
eleven of these companies, which are 
actively producing and paying divi- 
dends, make up approximately 75°%, of 
Newmont’s total assets. 

In the course of its business, New- 
mont Mining has also acquired stocks 
and loans of some nineteen other enter- 
prises whose securities are not listed on 
any exchange. The fair aggregate value 
of these investments was estimated by 
the management of the corporation to 
be $10,579,546 as of September 30, 1939. 

Nine of these companies are active or 
in production; one is in the process of 
equipping its property; seven are in the 
stage of exploration and development; 
and two are inactive. 

Net income of Newmont Mining Cor- 
poration was $2,422,105 in 1938. For the 
first nine months of 1939, the net was 


$1,313,139. 
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\DJUSTMENT TO CHANGED ECONOMY 


(Continued from page 2) 

from world-wide dislocations in 1929 
and subsequent years from which we 
have not yet recovered; a new political 
concept of government in 1933 which, 
in application, brought about heavy ex- 
pense, rising taxes, vexation, uncertainty, 
and lessened net profits for dividends 
and interest; a vast unemployment with 
accompanying shrinkage of buying pow- 
er; an income decline for people on sal- 
aries, for proprietors and people depend- 
ent upon invested resources; and, finally, 
wars here and there over the earth’s 
surface. 

While many other forces have had 
incidence upon the activities of security 
markets, the above array has been sufh- 


cient to preoccupy the community with 
matters outside of investment and specu- 
lation of a once familiar scope. 

The bare account of Stock Exchange 
readjustments contains elements, how- 
ever, which reflect preparation for en- 
larged investment and trading activity. 
The market mechanism has been over- 
hauled, as a factory attends to repairs 
and replacements when there is a slack- 
ening of activity; brokerage service to 
customers has undergone a thorough- 
going readjustment in the interest of 
increased usefulness and safety. 

All of which comes under the head of 
progress, and testifies that “the world 
does move” — sometimes with clanking 
gears — into another day. 





WALL STREET SYMBOL 


(Continued from page 12) 


the panic of 1857... the War between 
the States and now the definite growth 
of a symbol, rising out of war finance— 
the gold market, “Black Friday” and 
the financing of vast railroad growth. 
In the ensuing arbitrarily selected per- 
iod, down to 1912, the symbol took on 
vast proportions against a background 


of such figures as these: Commodore 


Vanderbilt . . . Jay Gould ... C. P. 
Huntington ... Daniel Drew ... E. H. 
James J. Hill .. . J. P. 


Morgan, the elder. Days of titanic trans- 


Harriman... 


actions, railroad reorganizations, the 
frenzied industrial mergers of 1gor, 
panics in 1903 and 1907, the application 
of the Sherman Anti-trust Act to the 
Standard Oil Company in 1911. The 
apex and initial decline of Wall Street 
as a symbol! 


Cartoonists had, by this time, fastened 


These photographs of dioramas show (left) the room on the second floor of the old Merchants 
Exchange building which the Stock Exchange occupied from 1842 to 1854; and (right) the 
quarters at Nos. 10 and 12 Broad Street to which the Exchange moved in 1865. 

















“Wall Street” on the public conscious- 
ness as a paunchy, silk-hatted, arrogant 
man of middle age (see the Davenport 
drawings). As Charles G. Bush fash- 
ioned the idealized figure of Father 
Knickerbocker, so others with pencil and 
brush envisioned privilege, ill-gotten 
wealth, financial dictatorship, and smug- 
ness in dollar-strewn waistcoats and 
spats. And “Wall Street” was a more 
blunt, provocative name than “Thread- 
needle” or “Stuydt Haus” could have 
been in the mouths of rabble rousers. 

The World War, then, and a brief 
recrudescence thereafter 





an anticlimax, 
so to speak, of symbolic “Wall Street” 
during the boom which culminated in 
1929. 

Where is the material to prevent its 
further fading from purple to pale 
pastel? A slogan, a legend, a catchword 
retreats slowly from the public mind; 
the impression of Wall Street as a hall- 
mark of money power, ruthless finan- 
cial intrigue, and political abracadabra 
has lost its luster but not all of its old 
significance. Only, the symbol is acquir- 


ing a new meaning. 


The New Concept 


The cartoonist today would, to be 
faithful to his subject, depict a lean, 
sack-coated figure, thoughtful of brow 
instead of arrogant; a stoop-shouldered 
man, perhaps, bent over a desk, or one 
of a group whose faces reflect bewilder- 
ment. A graphic lithograph would 
picture in dull tones a financial 
- district which, surrounded by new 
laws and economic changes 
and with its tools of cash and cred- 
it dulled by disuse . . . is striving 
to maintain its usefulness in a 
swinging world! 

Wall Street! A symbol of much 
hard work, of narrow profit mar- 
gins and, to a degree, of a clearer 
viewpoint of its place in the na- 
tional scheme. This is “Wall 
Street” as anyone can discover in 


an hour’s visit. 








gossip 1n newspaper or magazine ar- 











ticles. They may look to see whether the 











specialist’s book was “thin,” and learn his 








characterization of the market—whether 











supply and demand were normal or scat- 











tered and erratic. 






When they leave the trading floor, the 











examiners have an “on-the-spot” account 











of the trading that now makes it possible 











for the head of the division to decide 






































whether there should be a further in- 
quiry—and, if so, how long a period it 
should take in and what proportion of 


the total trading it should encompass. 


Test-Check of Trading 

There are two types of searches: “Pre- 
liminary Investigations” and “Complete 
Investigations.” A “Preliminary Investi- 
gation” is a test-check of the trading. It 
aims to get a maximum of information 
with a minimum of inconvenience to 
Stock Exchange firms and their cus- 
tomers. However, it takes in enough 
of the trading to insure a fair and accu- 
rate estimate of the condition of the mar- 
ket. It may cover less than 1° of the 
total trading over a certain period—as, 
for example, when an apparent mark-up 


at the close is suspected. Or it may take 


Stock Exchange quotations going to “boards” 

all over the country are closely scrutinized 

every day by the technicians of the Exchange’s 
Stock-Watching Division 
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(Continued from page 7) 





TEST MARKET 





in 10094 of the trading, as in cases where 
a single day’s turnover in an inactive 
stock is under review. 

The scope of a “Preliminary Investi- 
gation” includes, in any case, a report on 
the concentration of trading by custom- 
ers, and frequently by firms as well, with 
essential facts concerning principal trad- 
ers. Orders may also be allocated roughly 
timed 


to the information 


sought as to trading by officers and direc- 


tape, and 


tors in the stocks of their companies, 
trading by members, and so forth. 

If the sampling of the “Preliminary 
Investigation” uncovers evidence of im- 
proper market practices, the investiga- 
tors instantly bring their full forges into 
action and start a “Complete aici 
tion.” Upon occasion, when an |rregu- 
larity in the market has been Fail ap- 
parent, the Division has by-passed any 
preliminary study and instituted a full 


survey immediately. 


Reconstruct Trading 

This involves an entire reconstruction 
of the trading in a stock issue, often over 
a period of several weeks. Not only are 
orders allocated to the timed tape, but 
buyers are paired off against sellers. As 
the Stock-Watching Division proceeds 
with its work, it gathers a full record—as 
orderly and minute in detail as a page 
from an accountant’s ledger book — of 
cvery trade consummated in the stock 
in question. It gets the names of all the 
customers, and of the firms through 
which they dealt; it finds out how much 
stock each individual has bought or sold, 
and the exact price at which he acquired 
or disposed of his stock. The ticker tape, 
the reporters’ slips from the floor, the 
Stock Clearing Corporation’s record of 
balances to receive and deliver, and the 
transcripts of customers’ accounts fur- 
nished by Stock Exchange firms all fit 
together to give the Stock-Watching 


Division a bird’s-eye view of the com- 


plete market prevailing in a given stock. 

It is an overall picture that no lone 
member firm could possibly assemble by 
itself. For instance, if a person is placing 
buy orders through one firm, and enter- 
ing offsetting sell orders in the same 
security through another firm, each 
brokerage house is familiar with only 
one phase of his market activities. The 
Exchange, however, as its complete in- 
vestigation progresses, is able to see the 
composite picture, consider the custom- 
er’s entire trading, and take appropriate 
action. 


Close Liaison 

In the conduct of this work, a close 
liaison exists between the Exchange and 
the Securities and Exchange Commis- 
sion. Especially during the past year or 
so, officials of the SEC have made in- 
creasing use of the co-operation offered 
by the Stock-Watching Division. Fre- 
quently they have telephoned the Ex- 
change to find out whether the division 
has had certain stocks under investiga- 
tion during a period in which they are 
particularly interested. And throughout 
the past three years only a few instances 
can be recalled in which their query has 
concerned a stock investigation not al- 
ready undertaken by the Exchange. 

Final disposition of findings rests, in 
cases which concern Stock Exchange 
members or firms, with the Exchange’s 
Committee on Member Firms. If a cus- 
tomer is involved, the matter is beyond 
the proper jurisdiction of any Exchange 
Committee, and it is therefore referred 
to the Securities and Exchange Commis- 
sion. 

To many observers, this comprehen- 
sive and far-reaching procedure may ap- 
pear to be enlarged out of proportion to 
the actual need. But to the Stock Ex- 
change it represents a very real and 
worthwhile form of insurance against 
manipulation. Stock-watching is one of 
the Stock Exchange services which, be- 
ing invisible to the public, is too little 
taken into account. 
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Letters to the editor, in whole or in 
part, ave presented here as a contrt- 
bution to current discussion of in- 
economic, 


vestment, and general 


financial subjects of public interest. 


PATERSON, N. J. 

It is betraying no secret to say that the 
impulsive fashion in which we Americans 
tush headlong from one extreme to an- 
other, from dismal fears about the state 
of business or finance to too great an op- 
timism, or vice versa, has always been a 
national vice. A lot of us, including my- 
self, look back with long faces to the 
furor about “‘inflation’’ which sprang up 
in 1932-33 and caused many people to 
switch out of first-class bonds into stocks 
of one kind or another as a “hedge” 
against something that few could define 
with any exactness. What losses of in- 
come and principal occurred among in- 
vestors in bonds, 


those days! Many 


including good mortgages, were, of 
course, depressed at that time to 35 or 
10 cents on the dollar, but I am inclined 
to think, upon looking back, that liquida- 
tion was impelled to a greater degree by 
inflation talk than by natural, widespread 
apprehension of a further collapse of 
prices. And now, after seven years, in- 
flation seems to be merely an academic 
subject among investors who are willing 
to pay in the 90s, or even more than par, 
for the same bonds or others of similar 


position. Have you got the answer? I 


have stopped trying to find it. 
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THE MAILBAG 


PHILADELPHIA, PA. 

The barometric quality of the stock 
market has, I suppose, been affected by 
war, political uncertainty, taxes current 
and threatened, unruly government bud- 
gets, and so on, but these items do not, 
in my opinion, explain why share prices 
have lagged this winter so far behind the 
indices of production and distribution, 
and why the demand for stocks has been 
small. It seems to me a state of pub- 
lic mind is today the biggest force (a 
negative one) to be found in the market. 
People who used to trade are too closely 
absorbed by their business perplexities to 
think about buying shares. It isn’t a lack 
of capital or confidence, but a loss of 
incentive that makes dull markets. 


J.N. 


NEW YORK, N. Y. 
Such a publication as THE EXCHANGE, 
which I expect is put out to elucidate the 
way the New York Stock Exchange oper- 


ates and yet cal + itself “a magazine of the 
financial comm is trying to fill two 
places at the s. time. I don’t know 


whether it can | lone or not, but any 


earnest effort to .row light upon the 


Stock Exchange ani} the important busi- 
ness which centers around it ought to be 
helpful to people who seem to me to grow 
more confused every day about invest- 
ment and other economic subjects 

finding old standards pretty well knocked 
out when it comes to managing personal 


funds. ED: L.. TR: 


NEW YORK, N. Y. 

An economist’s deduction came to my 
attention a few days ago to the effect that 
industry doesn’t need to rely very far any 
more upon the market for new capital, 
being able to finance itself for necessary 
purposes out of its own earnings. At the 
same time I read that another economist 
calculates a shrinkage of 84% occurred 
in new corporate financing in the seven 
years ended with 1939, as compared with 
the same number of years ended with 
1929. In the second instance, results in an 
extraordinary depression period are con- 
trasted with events in a great boom in- 
terval; in the first instance, no allowance 
seems to be made for the probability that, 
if capital had gone freely into corporate 
renovation and enlargement during the 
last seven years, the country would today 
have less unemployment, larger distribu- 
tion of goods, and an improvement in 
welfare. Of 


quantities cloud my point of view, but 


general course, unknown 
just as misty, it strikes me, are these econ- 
omists’ premises and deductions. “What 


is truth?” asked a Roman governor at a 


dramatic moment in religious history: we 


are still asking it at a time 


economic record is difficult to write, even 


with the benefit of hindsight. I suppose 


a generation will have to be added to pos- 


terity before the story of the 1930's can be 


told with full clarity. 


when the 
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“ANY EDUCATION—COLLEGE OR OTHER— 
WILL GROW OUT-OF-DATE UNLESS SUPPLE- 
MENTED WITH INFORMATION THAT IS 
BOTH PRACTICAL AND MODERN.” 


INSTRUCTION is now available to anyone interested in 
specialized subjects related to the securities business in classes 
originally formed for the staffs of brokerage firms but extended 
to the public by the 


NEW YORK STOCK EXCHANGE INSTITUTE 


COURSES IN 


Industry Analysis ... Investment Account Management... 
Accounting Principles ... Security Analysis . .. Stock Exchange 
and Brokerage Office Procedure ... Business Economics... 
Corporation Finance . . . Federal Income Tax Practice, etc... . 


The Institute school year is divided into two terms of fifteen 
weeks each. Usually, classes meet for one two-hour session 
each week during a term. In addition, two courses are offered 
by correspondence, comprising ““The Work of the Stock Ex- 
change” and “Investment and Security Analysis,’ the latter 
presented this Winter for the first time. 





Circulars describing the regular and correspondence courses 
may be obtained by mail, as well as information about fees 
and terms of payment. 


Classes for the Spring Term are Now zn Sesscon 


BIRL E, SHULTZ, PH.D., DIRECTOR, 20 BROAD STREET (ROOM 801), NEW YORK CITY 


TEL. HANOVER 2-4200 











